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_Hull Schroderus & Co., LLP

Certified Public Accountants & Consultants

Septemibzer 14, 2007

independent Auditors’ Report

Superiniendent and Board of Education
Posen Consolidated School District No. 9
Posen, Michigan

We have audited the accompanying financiol statements of the governmental activities, each
mgjor fund, and the aggregate remaining fund information of Posen Consolidated Schoaol District
No. ?, as of and for the year ended June 30, 2007, which collectively comprise ihe School District's
basic financial statements gs fisted in the table of contents, These financial statlements are the
responsibility of the School's management. Ourresponsibility is to express opinions on these financial
statements based on our audit.

We conducied our audit in accordance with audiling siondards generally acceptedin the United
Stafes of America and the stondards applicable to financial audits contained in Government
Audifing Standords, issued by the Comptroller Generol of the United States. Those standards require
that we plan and perform the audit to obtain reasonable assurance about whether the financiol
statements are free of material misstatement. An audilincludes examining. on atest basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes assessing
the accounting principles used and significant esiimates made by management, as well s
evalJating the overall financial statement presentation. We believe that our oudit provides @
reasonable basis for gur opinions.

In our opinion. the financial siatements referred fo above present fairly, in all materiairespects, the
respactive financial position of the governmental activities, each mojor fund, and the oggregate
remaining fund information of Posen Consolidaled School District No. 9, as of June 30, 2007, and the
respective changes in financial position, thereof for the year then ended in conformity with
accounting principles generally gccepted in the United Siates ol America.

In accordance with Government Auditing Standards. we have also tssued our report daled
September 14, 2007, on our consideraiion of Posen Consolidated Schoot District No. 9's infernal
control over financiol repeorting and on our tasts of its compliance with certain provisions of Ionws,
regulations, contracts, and grant agreements and other matters. The purpose of that report is 1o
describe the scope of our testing of internal control over financial reporting and complicnce and
the results of that fesiing and not to provide an opinton on the internal control over finoncial
reporting or on compliance. That report is an integral part of an cudit performed in accordance
with Government Auditing Standards and should be considered in assessing the resuits of our audit.

223 Spring Street -+ PO. Box 695 « Petoskey, M1 49770 - 231-347-4136 » Fax: 231-347-4147 « E-mail: staffname@hs-cao.com



Posen Consolidated Schaol District No. ¢
Posen, Michigan

The managerment's discussion and analysis and the budgetary comparison information cre not a
required part of the basic financiol siatements but are supplementary informaiion required by
accounting principtes generally accepted in the United States of America. We have applied
certain limited procedures, which consisied principally of inquiries of monagerent regarding the
methods of measurement and preseniation of the required supplementary information. However,
we did not audit the information and exprass no opinion on il

Cur audit was conducted for the purpose of forming opinions on the finoncial statements thai
collectively comprise Posen Consolidoted School District No. 2's basic finoncial statements, The
other supplemental information is presented for purposes ot additional anclysis andis not a required
port of the basic financial statements such information has been subjected to the auditing
procedures applied in the audit of the basic financial statements and, in our opinion, are fairly
stated in all maternol respects in reialion to the basic financial statements 1aken as a whole.

- . '
W, Acbredina & Cs
CERTIFIED PUBLIC ACCOUNTANTS
Petoskey. Michigan



POSEN CONSOLIDATED SCHOGL DISTRICT No. 9

P.O.BOX 187
10575 MICHIGAN AVENUE POSEN. MICHIGAN 49776

(989) 766-2471 +  FAX (989) 766-2519 +  (989) 766-2573

Management's Discussion and Analysis

Overview of the Basic Financial Siatements

Posen Consolidated Schoei District Mo, 92's [the District's) basic financial staiements
include govemment-wide statements, fund financial statements ond notes 1o the
financial statements.  This report also contains required ond other supplemental
information in addifion o the basic financial statements.

Government-wide Financial Statements

The government-wide financiad statements report information on all of the District's
nonfiduciary funds, The govemmeni-wide statements are designed 1o provide readers
with o brood overview of the District's finances, in a manner similar to a private-sector
business.

The Stafement of Net Assets displays all of the District's assets and liabililies, with the
difference reported as net assets. All long-term assels and debt obligations are
presented,

The Statement of Activities focuses on the gross and net cosis of the various funclions
within the School (instruction, support services, etc.), which are supported by the School's
general revenues {property taxes, unrestricted state aid. elc.).

Fund Financial Statements

The fund financial statements report on the governmenial funds, with an emphasis on
major funds. Major funds are determined by the level of aclivity within the various funds.
The focus of the fund financiol statements is on the sources and uses of funds during the
current yeaor.

The fiduciary fund is also presented separote from the governmenial funds, due o the
fact that these assets do not represent assets of the Districl. These ossefs are not
presented as part of the govemment-wide financial siaiements.

Fosen Consolidated School Disfrict No. ¢ mainiains six individual governmenial funds.
Information is presented separately in the governmantal fund balance sheet and the
governmental fund statement of revenues. expendiiures and changes in fund balances
for the General Fund, and the 2005 Refunding Debt Service Funds, which are considered
major funds, Data from tha other three governmental funds are combined info a single,
nonmajor governmental funds column, Individual fung data for each of these nonmajor
governmental funds is provided in the form of combining statements in the Other
Supplemental Information section of the report,

i
MISSION STATEMENT
The mission of Posen Consolidated School is to promote skills for adapting to an ever changing environmen,
while encouraging responsible citizens and lifelong lsarmers.




Notes to the Finoncial Statements

The noles provide additional information which is essential to a full understanding of the
data provided in the governmeni-wide and fund financial staterments.

Government-wide Financiat Analysis
The table below summarizes the District's net assets as of June 30, 2007 and 2006:

POSEN CONSOLIDATED SCHOOQL DISTRICT NO. ¢
June 30, 2007 and 20046

2007 2006
Assefs
Current and other assels $ 1,177,585 $ 1,074.815
Capital assets, net of accumulated depreciation 4,219,144 4,405,523
Defered charges . 67,004 71,790
Total cssets 5,463,733 5,552,128
Liobilitles ,
Current ligbilities 1.023,683 971,770
nNoncurrent abilities 3,249,355 3,433,789
Total liabilities 4,273,038 4 405,559
Net Assels
Invesimeni in capital assels, net of debt 739,421 739,421
Restricted 173,040 132,121
Unrestricted 278.234 275027
Total net assets $ 1190695 $ 1.146,569

Al tne end of the fiscal year, Posen Consclidated School District No. ¢ is abie fo repon
posiiive balances in all three calegeries of net assets. As in 2006, the largest portion of
the School's net assets is its invesiment in capital assets {land, buildings, equipment ond
vehicles), less any outstanding debt used o acgquire those assets. The District uses these
captial assets in providing educational services. conseguently these assets are not
available for future spending.

The second porfion of net assets, restricied net assets. represents resouwrces that are
subject fo spending restrictions by porties oulside the Distnict, such as crediiors and
grantors. The District's nel assets are resiricted for debft service.

The remaining portion of nel assets, unrestricied net assets, may be used at the Disirict’s
discretfion to meet ongoing obligations.



The results for the District as a whole ore reported in the Statement of Activities. which is
summarnzed below:

POSEN CONSOLIDATED SCHOOL DISTRICT NO., ¢
Year Ended June 30, 2007 and 2006

2007 2008
Revenue
Program revenue;
Charges for services $ 82,71 $ 67,731
Grants and contribuiions 372,785 342,680
General revenue:
Property taxes 1.061,589 981.435
State aid, unrestricted 1,316,631 1,353,614
Interest and investment earnings 27,415 19,470
Other 22.099 12,504
Total revenues 2,883,240 2,777,434
Funciion/Program Expenses
Instruction 1,456,641 1,433,248
Support services 804,757 769,523
Food services 126,140 127,689
Athigtics 106,988 104,078
Interest/fees on long-term debi 158,199 176,534
Depreciation {unallocated) 186,379 180,759
Total expenses 2839114 2,791.831
Exfraordinary items, net - [74,749)
Change in net assets 44,126 |89, 146)
Net assefs - beginning of year 1,144,546% 1,235,713
Net assets - end of year $ 1,190,695 $ 1,146,569

As reported above, the District recorded $2,839.114 of program expenses.  These
expenses were funded minimally by charges for services. The mojority of the District's

revenues were from unresiricled siate aid (46%). property taxes [37%), and grants and
contributions {13%).

The Distict experienced an increase in net assets primorily due fo cutfing programs and
expenses where possible.



Fund Financial Analysis

As of year-end, the governmental funds reported a combined fund bolance of $390,359,
which is approximately 374,412 higher than the beginning of the year. The increase is
due primarily from cutting costs.

General Fund Budgelary Highlights

Final budgeied revenues were decreased rom original budgeted omounts due o less
than anticipated state and federal revenc 2:,

Final budgeted expendiiures were lower than original budgeted expenditures due to
cost saving measures that were implemeanted by the District throughout the year,

Final expenditures were lower than final budgeted amcunts by opproximately $30,000.
This is mainly due fo careful budgeling practices implemented throughout fhe vear by
the District,

Cuapital Assels

Al June 30, 2007, the District had $7.8 miliion invested in capital assels. The following
table summarizes the capital asset activity for the year:

POSEN CONSOLIDATED SCHOOL DISTRICT NO. 9
Year Ended June 30, 2007

July 1, 2006 Aoditions Disposals June 30, 2007
Lond and improvernents $ 698,485  § - 3 - & 698,485
Buildings ond improvements 8,234,467 - - 6.234,467
Fumiture and equipmeant 520,428 - - 520,428
Vehicles 347,733 - - 347,733
Total capital ossels 7801113 - - 7.801,113
Less accumulated depreciation (3,395,590 {186,379} - [3.581,969)
Net copilal assets § 4408523 § (186379 % - $ 4,219.144




Economic Factors

Posen Consolidated School District #9 has had declining enrollment for the previous five
years, however, in the current year the enrollment is up slightly. The District's operaiing
revenye is based on student enrollment as well as the amount of funding per student.
The student enroliment currenily ts 301.

The 2006-2007 school vear state aid funding was $7.085 per student enrolled. In addition,
cotegoricol funding had also been reduced. The Title programs funding has been cut by
about 10% this year.

In the current year, the revenue increased but costs hove cenfinued fo increase as weil.
The increase of 12% in hecith insurance for the teaching staff and support staff, an
increase in the natural gas, electricity, and bus fuel are other examples of increcased
Costs.

Posen Consolidaied School District has had to ufilize its operating fund balance for the
lost four years 1o coniinue 1o operate ond meet expendilures. The Art and Band
programs have been dropped from the curiculum, Split classrooms [combination rooms)
were implemented for three glementory grades. A porion of the current general fund
balance of approximately $180.000 will be ulilized in the upcoming year to help offset
the items nofed above.

Financicl Contact

The District's financial statements are designed to present users with a genreral overview
of the School's finances. Questions concerning any of the information provided in this
report or requests for addifional financial information should be directed towards the
Business Office, Posen Consolidated Schoot District No. 9.



POSEN CONSCQLIDATED SCHCOL DISTRICT NO. ¢
Statiement of Net Assets
June 30, 2007

Governmeniacl

Activities
Assets
Current Assets
Cash 3 283.032
Investments $27.203
Due ifrom other governmenial uniis 267,350
Total cumrent assets 1.177.585
Noncurrent Assets
Capital assets 7.601,113
Less: accumulaied depreciation {3.581,94%)
Total capttal assets 4,219,144
Deferred charges &7.004
Total noncurent assels ' 4,286,148
Total assets $ 5,463,733
ligbilifies and Net Assets
Current Liabllifies
Accounts payable 3 17,457
Accrued interest poyable 463,725
State aid notes payable 525,000
Bonds poyable, due within one year 191,944
Accrued expenssas 25,643
Salaries payable 135,894
Totol current liabilities 1,023,683
Noncurrent Liabilities
Bonds payable 3,213,355
Retirement oflowance payable 36,000
Total noncurrent liabilities 3,249,355
Total liabilities 4,273,038
Net Assets
investment in capital assets. nel of related dealbt 739,421
Restriciaed for deb! service 173,040
Unrestricted 278,234
Total net assets 1,190,695
Total labilittes and net assets $ 5,463,733

See accomponying notes to the basic inoncial statemenis 3



POSEN CONSOLIDATED SCHOOL DISTRICT NO. ¢

Functions/Programs
Governmental activilies:

Insiruction
Support services
Food services
Athletics
Interest/fees on long-term debt
Depreciation [unallocated)

Total governmental oclivities

Statement of Activities
Yeor Ended June 30, 2007

Net Revenue
{Expense) and
Changes in Net

Program Revenues Assets
Operating
Charges for Grants and Governmeantai
Expenses Services Contributions Aclivities
$ 1,454,64) $ 4,200 $ 265,051 $  (1.187,390}
804,767 - - (804,767)
126.140 52,135 70,205 {3.800)
106,988 26,386 37,529 {43,073)
158,199 - - (158,199)
186,379 - - {186,379}
$ 2839114 3 82.72) $ 372,785 (2,383,608)
General revenues:
Taxes:
Property foxes, levied for general purposes 713,774
Property taxes, levied for debt services 347.815
State old, unrestricted 1,316,631
Interest and investmeni earnings 27.415
Other 22,099
Total general revenues 2,427,734
Change in net assets 44,126
Net assets - beginning of year 1,144,569
Net assets - end of year $ 1190695

See agcompanying nofes o the basic financral statements 4




POSEN CONSOLIDATED SCHOOL DISTRICT NO. ¢
Governmental Funds
Balance Sheet
June 30, 2007

Other
2005 Nonmajor
Refunding Governmenial
General Debt Service Funds Total
Assets
Cash $ 71,957 ) 173,040 3 38,035 ) 283.032
Investments 627,203 - - 627,203
Due from other governmental units 244,138 - 1,212 267.350
Totat asseis 3 945,298 3 173,040 $ 39,247 $ 1,177,585
Liabilities and Fund Balances

Ligbillfies:

Accounts payable $ 11.457 % - 3 - % 11.457

Interest payable 19,232 - - 19,232

State cid notes payoble 525,000 - - 525,000

Accrued expenditures 90,008 - 5,635 95,643

Salaries payable 133,469 - 2.425 135,894

Total tiabilities 779,166 - 8,060 787,226

Fund Baiances:

Reservad for debi service - 173,040 - 173,040

Unreserved:

Undesignaied 186,132 - 31,187 217.319
Total fund baolances 184.132 173,040 31,187 390,359
Total liagilities and fund

balances 3 945298 $ 173.040 3 39,247 $ 1.77.585

See cooompanying notes 1o the basic inancial statements, 5



POSEN CONSOLIDATED SCHOOL DISTRICT NO. ¢
Governmental Funds
Reconcifiation of Balance Sheet of Governmental Funds to Net Assets
June 30, 2007

Tolal Fund Bolances - Governmental Funds

Amounts reported for governmental activities in the statement
of net assels are different because:

Capital assets used in governmental activities are not financial
resources and are nof reportedin the governmentaol funds
balance sheet.

Cost of capital assets
Accumulated depreciation

Interest s accrued on oulfsianding long-ferm bonds in
governmental aclivities, whereas in governrmental funds,
an interest expenditure is reported when due.

Bond issuance costs are recorded in governmental activities
as a deferred charge, whereas in governmentat funds, the costs

are reported as expenditures when paid.

Long-ferm liakilities are not due ond payalls in the current period
and are not reportedin the governmental funds balance sheet.

Bonds payable, net
Retirement allowancas

Total net assets - governmenial activities

See accompanying netes 1o the basic iinancial siatements, &

$ 390,359

7,801,113
(3,581,969}

{44,493)

67,004

(3,405,319}
36,000)

$ 1,190,695




POSEN CONSOLIDATED SCHOOL DISTRICT NO. ¢

Governmenfal Funds

Statement of Revenues, Expendiiures and Changes in Fund Balances

Revenues
Local sources
State sources
Federal sources

Total revenues

Expenditures
Current:
tnstruction
Support services
Food service
Adhletics
Debt service:
Principal
Interest/fees
Intergovernmental payments

Total expenditures

Excass {deficiency) of
reveniues over expenditures

Other financing sources (uses)
Qperating transfers in
Operating transfers out

Total other financing
sOUrces [uses)
Net change in fund batances

Fund balances - beginning of year

Fund batances - end of year

Year Ended June 30, 2007

Other
2005 Noenmajor
Refunding Govermmenial
General Debt Service Funds Totol

760,925 \) 353,187 b 116,103 $ 1,230,215
1,435,055 - 6316 1,441,371
147,744 - 63.88% 211.653
2,343,744 353,187 186,308 2,883,239
1.456.647 - - 1,458,441
804,747 - - 804,767
- - 126,140 126,140

- - 106,988 106,988
175,000 - 175,000

- 137,268 - 137,268

2,023 - - 2.023
2,263,431 312,268 233,128 2,808,827
80,313 40,919 (46,820) 74412
12,000 - 54,802 66,802
166,802} - - {66.802)

{54.802) - 54,802 -

25511 40,919 7.982 74,412
160,621 132.12) 23,205 315,947
186,132 $ 173.040 $ 31,187 % 3%90.359

See accompanying noles to the basic financiol stotements. 7



POSEN CONSOLIDATED SCHOOL DISTRICT NO. ¢
Governmental Funds
Reconciliction of the $tatement of Revenues, Expenditures
and Changes in fund Balances of Governmental Funds
to the Statement of Activities
Year Ended June 30, 2007

Net Change in fund Balances - Total Governmental Funds 3 74,412
Amounts repored for govermmental activities in the statement
ol net assets are different because:

Capiial culloys are reported in governmenial funds as expenditures.
However, in the statement of activities, the cost of those assets is
aliocated over their estimated useful lives as depreciation expense.

This is the amount by which copital outtays excesd depreciation

expense in the period. (184,377}

Repayment of bond principal is an expenditure in the governmental

funds, but the repayment reduces long-term liabilities in the

statement of net assefs. 186,964

Proceeds from the note payalble are reporied as other financing
sowrces in the governmental funds. In the Statement of Net Assets,
these amounts increase o long-term liakility. Discounts, premiums,
losses and issuance costs are allocated over the remaining lives of
the long-term debt. This amount represen’s the net affect of issuing
noles payable and the current vear amortization. {10,059)

Interest on long-term debt in the siagiement of activities differs
from the amount reparted in the governmential funds because
interest ts recognized as an expenditure in the funds when it is
due, and thus requires the use of current financial resources. In
the siatement of aclhivities, however, inferest expense is recognized
as the interest accrues, regardiess of when it s due.

Change in net assets - governmental aclivities 3

See accompanying noles 1& the basic financial statements. 8



POSEN CONSOLIDATED SCHCOOL DISTRICTNQ. ¢
Fiduciary Fund
Statement of Fiduciary Net Assets
June 30, 2007

Student activities
Agency Fund

Assels

Cash 3 37.74%
Liabilities

Due to student groups % 37,749

See aocomponying notes to the base linancial stolements ¢



NOTE I

POSEN CONSOLIDATED SCHCOOL DISTRICT NO. ¢
NOTES TO FINANCIAL STATEMENTS
June 20, 2007

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Posen Consolidated School District No. ¢ (the "Schoaol District”) operates under o Board-
Superintendent form of government and provides education services 1o its residenis. The
accounting policies of the School District conform to accounling principles generally
acceptedin the United States of americo {GAAP) as applicable o governmental units. The
following is a summary of the significant policies used by the School Disirict:

Reporiing Entity

The accompanying financial statements have been prepared in accordance with criteria
established by Governmental Accounting Standords Boord Statement {GASBS) No. 14 (and
amended by GASBSNo. 3%). GASBS No. 14 siates the primary basis for determining whether
outside agencies and organizations should be considered component units of the School
Cistrict and included in the School Bistrict's financial statements is financial accountabiliry.
Financiol accountability has been defined as follows: A primary government has substoniive
avthority fo appeint @ voling majority of the component unit's board; the primary
government is either able fo iImpose iis will on o component unit or there is o potenticl for
the component unit to provide specific finoncial burdens on the primary government; and
the component unitis fiscally dependent on the primary government. The School District has
no componert urits,

Basic Financial Statements - Overview

The School District's basic financial statements include both governmeni-wide (reporling the
School District as a whole) and fund financial staiements {reporfing the School District’s
major funds). Both the government-wiage and fund financial statements categorize primary
activities as either governmental or business-type. Governmental activities, which normally
are supported by faxes and intergovernmenial revenues, are reported separaiely from
business-type activilies, which rely 1o @ significant extent on fegs and charges for support.
All of the School District's activities are considered governmental activities.

Basic Financial Statements - Government-Wide Statements

The government-wide financial statements report information on all of the nonfiduciary
activilies of the primary govermment. These statements are reported using the economic
resources measurement focus and the full accrual basis of coccounting., As o general rule,
the effect of interfund activily hos been eliminated from the government-wide financial
staiements. The government-wide focus is more on operalional efficiency, the sustainability
of the School Distiict as an entity and the chonge in the School District's net assets resuiiing
from the current yvear's activifies.

In the government-wide Sictement of Net Assels, the governmental aclivities column is
presented on a consolidoted basis. Due to the full accrual, ecenomic resource basis, all
long-term assets andreceivables, as well as long-term delbst and obligations are recognized.
The Schoaol District's net assets ore reporied in three parts — invested in capiial assets, net of
related debt; restricted net assets; and unrestricted net assets. The School District first utilizes
restricted resources to finance qualifying activities.

10



NOTE 1.

NOTES TO FINANCIAL STATEMENTS - CONTINUED
SUMMARY OF SIGNIFICANT ACCOQUNTING POLICIES - CONTINUED
Basic Financial Statemenis - Government-Wide Stafements - Continued

The government-wide Stotement of Activilies, due to the full accrual, economic resource
basis, records revenue when it is earned and expenses when a liability is incumed, regardiess
of the timing of related caosh fiows, The Statement of Activities demoenstrates the degree to
which the direct expenses of a given function are ofiset by program revenues. Direct
expenses are those that are clearly identifiable with a speacific function. Program revenue
includes [1} charges to customers who purchase, use or directiy benefit from goods, services,
or privileges provided by a given junction and (2} grants and contribufions that are restricted
to meeiing the operafional or capital reguirements of a particular function. Taxes,
unrestricied siate aid and otheriiems not properly included among program revenues are

reported Qs general revenue. Any net costs, by funclion, are allocated 1o the general
revenue,

Basic Financial Statementis - Fund Financial Statemenfs

Tne financial fransactions of the School District are reported in individual funds in the fund
finoncial statements. The cperations of each fund are accounted for with a separate set of
sell-balancing accounts thal comprise its assets, liakilities, fund equity, revenues and
expenditures. The emphasis in the fund financial statemeants is on the major funds in the
governmenial activifies category. GASBS No. 34 setis forth minimum criteria [percentage of
fhe assets, liabilities, revenues or expenditures of fthe governmental funds) for the
determination of major funds. The Schaool District's major funds, as described below, are the
General and 2006 Refunding Debt Service Funds. Nonmajor funds by category are
summarized into o single column.

The governmental funds financial statements are reporied using the cumrent financici
resources measuremeant focus and the medified accrua! basis of accounting. Revenues are
recorded in the accounting period in which they become both available and measurable.
Revenues are available when received within the curent period or within 60 days after year-
end. txpenditures are recorded in the accouniing period in which the liability is incurred.
The exceptions to this general rule are principal and interest on general obligation long-term
debt, compensated absences, claims and judgments, and refirement allowances, which
are recognized when due.

The focus of the fund financial siatements is upon the determination of financial position and
changes in financial posifion {sources, uses, and balances of financial resources).

Government resources are allocaied 1o and accounted forin individual funds based upon
the purposes for which they are 1o be spent and the means by which spending activities
are conirolled. The various funds are grouped, in the financiat statements in this report, inio
generic fund types ond broad fund calegories os iollows:

Governmental Funds

Governmental funds arg those funds through which most school distnct functions fypically
are finonced  The acaquisition, use and balances of the School Distnict's expendable
financigl resources and the related curent fiabilifies are accounted for through
governmental funds.



NOTE I:

NOTES TO FINANCIAL STATEMENTS - CONTINUED
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

Basic Financial Statements - Fund Financial Statements - Continued

Governmental Funds - Confinued

Ceneral Fund - The General Fund is used o record the general operations of the School
Cistrict pertaining to education and those operations not provided for in other funds. The
General Fund is a major fund of the Schod! District.

Special Revenue Funds - Special Revenue Funds are used to account for the proceeds of
specific revenue sources that are restricied to expendifures for specifiea purposes.

School Service Funds - The School Service Funds are used to
segregate, for administrative purposes, the transactions of «
particutar activity from regular revenue and expenditure accounis.
The Schoot District maintains full control of these funds, The Schoo!
Service Funds mainiained by the School District are the Cofeleria
and Athlefics Funds.

Debi Service Funds — The Debt Service Funds ore used o record tax and inferest revenue
and the payment of interast, principal and other expenditures on long-term bonded debi,
The Debt Service Funds maintained by the School District are the 2005 Refunding and the
Durant Non-Plainiiff Fund,

Capital Project Funds — The Capital Preject Funds are used to record bond proceeds or other
revenue and the disbursement of monies specifically designated for acquiring new school
sites, buildings, equipment, and for major remodeling and repairs. These funds are kept
open until the purpose for which they were creoted has been accomplished. The Schoo
District does not maintain a Caopital Project Fund at this time.

Fiduciary Funds

Fiduciary Funds are used to account for assets held by the School District in ¢ trustee or
agency capacity for others ond therefore are not available to support School District
programs. Since these funds connot be used to address aclivities or obligations of ihe
Schoot District, these funds are nol incorporated inlo the government-wide statements.
Fiduciary fund statements are repoded using the economic resources measurement focus
and the accruat basis of accouniing. The following agency fund is presenfed in the
Statement of Fiduciary Net Assets:

Studeni activities Agency Fund - The School District presenily
maintains a Student Activiiies Agency Fund to record 1he
fransactions of student groups for school and schoclrelated
purposes. The funds are segregated and held by the School District
for the studenis.



NOTE 1.

NOTES TO FINANCIAL STATEMENTS - CONTINUED

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

Cash and Cash Equivalents

Cash and cosh equivalents include cash on hand, demand deposits and other accounts
that have the general characteristics of demand deposits.

Investments

Investments are stated ot farr morket volue.

Capital Assets

Capital assels, which include land, buildings, eguipment and vehicles, are reporied in the
Statement of Net Assels in the governmeni-wide financial statements. Capital assets are
defined by the School District as assets that are purchased or ccquired with an original cost
of $3.000 or more ond an estimaied useful liie in excess of one year. Such assets are
reporied al historical cost or estimated historical cost, Contributed assets are reported at
foir market value as of the date donated. Additions, improvements and other capital cullay
thot significantly extend the useful life of an asset, orincrease its capacity or efficiency., are
caopitolized. Other costs incurred for repairs and mainfenance are expensed as incurred.
Depreciation on all assels s provided on the straight-line basis over the following estimated
useful lives:

Land ond improvements 10-20 years
Buildings and improvements 20-50 vears
Furniture and other equiprment 5-25 years

Retirement Aliowance

Under contracts negoticted with employee groups, individual employees may have o
vested right to receive payments for aretiremeant allowonce calcutated using formulae and
conditions specified in the contracts. This amount is reporied in the government-wide
financial statements and represents areconciling item between the government-wide and
fund presentations.

Compensaled Absences

Accumulated unpaid sick and vacation pay s not accrued by the School District.
Employees arelimited to the number of sick and vacalion days they may accumulate. Sick
and vacation days do not vest 1o the employee and are not payable upon termination,
except when used io determine retirement allowance.

Comparative Data

Comporafive total data for the prior year is not included in the School District's financial
statements.



NOTE 2;

NOTE 3:

NOTE 4:

NOTES TO FINANCIAL STATEMENTS — CONTINUED

BUDGETING /COMPLIANCE

The School District is required under Public Act 421 to adopt a budget for the General and
Special Revenue Funds. Annual budgets are adopted on g basis consistent with generally
accepted accounting prnciples and State taw for these funds, Siate law requires the
school Bistrict to have its budget in place by July 1. Expenditures in excess of amounts
budgeted are @ viclation of Michigan law. State law permifs districts to amend their
budgels during the year. All annual appropriations lapse at year-end.

The presentation of budgetary information is required for the General Fund and all major
Special Revenue Funds. (The Schodl District does not have any major Special Revenue
Funds). In the required suppiemental information section, the School District's actual and
budgeled expenditures for the General Fund are presented. The School District did not
have an excess of expenditures over appropriations for the General Fund.

CASH AND INVESTMENTS

State staiutes and the School Districl's invesiment policy authorize the School Distdct o
make deposits in the accounis of federally insured banks, credit unions, and savings and
loan ossociations that have an office in Michigan; the Schogol District is allowed fo investin
U.S. Treasury or Agency obligations, U.S. government repurchase agreements, bankers'
accepiances. commercial paper rated prime at the fime of purchase thaot motures not
more than 270 days after the date of purchose, mulual funds, and investment pools that are
composed of autharzed invesiment vehicles. The School District's deposits and investments
are in accordance with stotutory autherity.

Cash Beposits

Custodial Credit Risk — Deposits. Custodial credit risk is the risk that in the event of a bank
faiiure, the School District's deposits may not be returned. The School Cistrict does not have
a deposit policy for custodial risk. At year-end, the camying amouni of fhe Schoaol District's
deposits for both governmenial aclivifies anc iicuciary funds was $320.781 and the bank
balance was $3461,729. Of the bank balonce, $170.562 was covered by federal depository
insurance. The remaining $19 1,167 was uninsured and uncollateralized. State stotuies prohibit
secunty in the form of collateral, surety bonds or another form be taken for the deposit of
public funds,

Invesiments

Credit Risk ~ A5 of June 30, 2007, the School District's investiment in the Michigan Liquid Asset
Fund investment pool of $627,203 was rated AAAM Dy Standard & Poor's.

PROPERTY TAXES

Property taxes are levied and become a lien on property as of December 1 on the State
toxable valualion of property in the School District as of the preceding December 31.

Property taxes are recognized as revenue in the fiscal veor they are levied. The mMichigon
School Accounting Manual requires property toxes receivable be written off in the current
vear if not received within 60 days of the end of the previous year. This applies to both the
governmeni-wide (full occrual) and the fund moedified accruad) financial stalemeants. There
is no significant departure from the full accrual basis of accounting using this method.



NOTE 4:

NOTE 5:

NOTE 6.

NOTES TO FINANCIAL STATEMENTS - CONTINUED

PROPERTY TAXES ~ CONTINUED

The 2004 State taxable valualion of non-homestead property as of May 23, 2004 for Posen
Consolidated School District No. ¢ totoied $40,753,625, on which taxes levied consisted of
16.8174 mills for operaling purposas. The total faxabie valuation of the School District as of
May 23, 2006 was $87.118,47%. on which loxes levied consisted of 3.85 mills for debt
retirement. These amountis are recognized in the respective General ond 2006 Debt Service

Funds.

Classitication of assessed properly between homestead vs. non-homestead is subject to
change. In addifion, Michigon Tax Tribunal and Boord of Review chonges thioughout the

vear affect the iolol taxable valuation.

CAPITAL ASSETS

Capitod asset activily for the School District's governmental activilies was as follows:

Balonce Balance
July 1,2006  Additions Disposals  June 30, 2007
Asssts not being deprecioted:
iond b 2485 % $ $ 2,485
Capital assets being depreciated.
Land improvements 694,000 £94,000
Buildings and improvements 6,234,467 6,234,467
Furniture and eguipment 520,428 - 520,428
Vehicles 347733 347,733
Subtotal 7.798.628 7,798,628
Accumulated depreciation:
Land improvements 348,000 34,800 382,800
Buildings and improvements 2,452,724 117,634 2,570,358
Fumiture and equiprnent 302,587 26,448 329.057
Vehicles 292,277 7477 299,754
Subltotal 3,395,590 186,379 3,581,969
Net copital assets being depreciated 4,403,038 [186,379) - 4,216,659
Governmental activities net
capital assets P 4405523 % (186,379 3} - $ 4219144

Govermnmental activities depreciation expense was charged as follows:

Unallocated

INTERFUND TRANSFERS

Interfund fransfers consist of the following:

186,379

The General Fund made fransfers in the amount of $51,802 and $15,000 to the Athletic and
Cafeieria Funds, respectively, The General Fund makes fransfers on ¢ yearly basis o support

these funds.
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NOTE 7

NOTE &:

NOTES TO FINANCIAL STATEMENTS - CONTINUED

SHORT-TERM DEBT — STATE AID NOTES

The School issues State aid notes in odvance of State qid receipts, depositing the proceesds

in the General Fund. This noteis necessary due toreduced funding and because a Staie aid
payment is not received in September.

Short-term debt aclivity for the year ended June 30, 2007, excluding inferest expense of
312,232 was as follows:

Beginning Ending
Balcnze Issued Redesmed Balonce
Stale aid note 3 - 025,000 3 - $525,000

LONG-TERM DEBT

The following is & summary of the Schaot District's governmental activities long-term debt
transactions for the year ended June 30, 2007:

Beginning Ending Amount Due
Balance Addition: Raguctions Balonce Within Cne Yeor

onds and notes payable:

Genercl obligation debt $ 3580000 ) - $ (1750000 3 3405000 % 180,000
Bond premium 79,426 - [1,962] 27,534 -
Reiunding deferal (108,518 - 7,435 NUZER -
Bus note 59,819 - (11,964) 47,255 11.964
Durant rasolution debi 26,283 - 26,283

Tolal deb 3.587.010 - [181,6%1) 3,405,319 197 944

Other liobiitiss:

Retirement severcnce e - - 36,000

Toial govemmenicl activities

long-term liabilfias $ 3623010 8 - bO8LaeN  § 3441319 191,964




NOTE 8:

NOTES TO FINANCIAL STATEMENTS — CONTINUED

LONG-TERM DEBT - CONTINUED

General Obligation Bonds:

2005 Refunding Bonds due in annual instolliments of
$175.000 1o $260,000 through May 1, 2022
inferest at 3.00% to 4.35%.

Durant Resoluiion Bond:

1998 Series School improvement bond due in
annugl installments of $2,257 to $15,380 through
May 15, 2013; interest at 4.76%. This bond is o
seli-ltquidating bond. 1t is payoble both as to
principal and interest, solely from on annual
appropriation by the State of Michigan. if the
legislature falls to appropriate the funds, the District
is under no obligation for payment.

Nofe Payable:

Bus note payable due in annual installments of
311,944 through November 1, 2010; interest ot 4.375%

Total bonds and notes payabie
Retirement Severance:

Uoon refirement, the District's cerlified enrployees
who have behween fifteen and twenty-nine years

of continuous service in the Posen Consotidated
School District may be eligible for either o severance
allowance or other refirement incentive,

Toial governmental activilies long-term liabilifies

Long-term debi payable at June 30, 2007, is comprised of the following ingividual
instruments:

$2,405,000

26.283

47.855

3.479.138

36.000

$3.515.136

The annual requirements o amortize ali governmenial bond and nofe payable obligations
are as follows:

Year Ending June 30 Principal Interest Total

2008 3 191,964 $ 133479 $  325.443

2009 199,441 128,730 328,177

2010 204,559 123,060 327,619

201 227.343 121,877 349,320

2012 207.848 108.018 315,844
2013-2017 1,152,983 1,230,322 2,383,305
2018 - 2022 1,295,000 365,550 1,460,550

$ 3479138 $ 2.011,134 $ 5,490,274




NOTE &:

NQTE ¢

NOTES TO FINANCIAL STATEMENTS - CONTINUED

LONG-TERM DEBT - CONTINUED

Bond payments, including interest, are made from the Debt Service Funds. There are
limitations and restrictions contoined in the various bond indenfures. The District 15 in
compliance with oll significant limitations ond restrictions. The retirement severonce fability
will be liquidated primarly by the General Fund.

DEFINED BENEFIT PENSION PLAN AND POST EMPLOYMENT BENEFITS

Posen Consolidated School District Neo. ¢ coniributes o the Michigan Public School
Employees Retiremeni System [MPSERS), a cost sharing, mulliple employer, statewide public
employee retirement plan governed by the State of Michigan and createdin 1915, MPSERS
was established by the State of Michigan for purposes of providing refirement, survivor and
disability benefits 1o the State's public school employees. MPSERS now operaies under the
provisions of Public Act 300 of 1980, as amended. MPSERS issues a publicly available
financiol report that includes financial statements and required supplementary informaotion
for MPSERS. That report may be obtained by writing to Michigan Public Schoot Employees’
Retfirement System, P.O. Box 30171, Lansing, M1 4890%-74671 or by calling (517} 322-5103.

Frior to Jonuary 1, 1990, MPSERS provided a choice of two refirement plans, the Basic Plan,
which required no employee coniributien and the Member investment Plon [MIP}. For
members hired on January 1, 1990 or after, membership in MIP is mandatory. MIP members
are reqguired to contribule 3 to 4.3 percent of their annual covered salary and FPosen
Consolidated School District No. 9 is required to confribule af aon aciuarnally determined rale.
The current rate is 17.74% of annual coverad payrolt, of which approximotely 6.55% is for
cther post employment benefils (see below). The contrioution requirements of plan members
and Posen Consolidated Schaol District No. 9 are established and may be amended by the
MPSERS Board.

The School District's contribution o MPSERS for the vears ending June 30, 2007, 2006 and 2005
were $213,763, $182.960 and $184,248 respectively, equal to the required contribufions for
eqch year.

Other post employment benefils

Also under the MPSERS Act, all retirees have the option of continuing health, dental and
vision coverage, which are funded on a cash disbursement basis. Refirees having these
coverage's contribute an amount approximately equivalent to the monthly cost for Part B
Medicare and 10% of the monthly premium amount for hegoith, dental and vision coverage's.
The number of plan participants and other relevant financial information consisted of the
following at June 30, 2004, the dale of the lalest actuarial valuation.

Eligibie retired participants 157,163
Participants receiving benefifs:
Health 119,462
DentaifVision 126,828
Expenses for the yeor $694.313.204
Payroll confribution rafe 6.55%



NOTE 10:

NQTE 11:

NOTE 12;

NQOTES TO FINANCIAL STATEMENTS — CONTINUED
RESERVES AND DESIGNATIONS OF FUND BALANCES

Major Governmental Funds

Debt Service Fund - The Debt Service Fund's reserved fund bolance represents resources
legally restricted for the payment of principal anc interest amounts maturing in future years.

RISK MANAGEMENT

The School District camries commercial insurance for risks of ioss, including property and
employee heolth insurance. Settled claims resulling from these rsks have not exceeded
commercial insurance coverage in any of the past three fiscal yvears.

The School District ciso beiongs to the SEG Self-Insurad Workers' Disability Compensation
Fund, @ public entity risk pool curenily operaling as a common risk monagement and
workers' compensation insurance program for varous school districts throughout the state.
The School District pays an onnual premium for its workers' compensation insurance
coverage. The poot is self-sustaining through member premiums and reinsures fhrough
commercial companies for claims in excess of $500,000 for each insured event, Although
the School Distric! could be assessed charges beyond the annual premium, the likelinood of
receiving such an assessment is minimal.

CONTINGENCY

Posen Schools may be subject 1o a polential liability resulting from o recent cudit of Pulawsk
Township. As a result of thot audit, the school may owe Pulawski Townsnip for Industrial
Facility Taxes which were paid 1o them in error. At this fime, no provision has been made for
ony petential ligbility, as the amount s not yet determined.
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POSEN CONSCLIDATED SCHOGCL DISTRICT NO. ¢
Required Supplementary Informafion
Budgetary Comparison Schedule
General Fund
Yeor Ended June 30, 2007

Vaoriance with

Criginal Final Final Budget
Budget Budget Actudl Over/(Under}
Revenues
Local sources 3 &78.000 % 749,200 % 760,925 3 11,725
State sources 1,538,659 1,426,660 1,435,055 8.395
Federatl sources 149,787 144,943 147,764 2,621
Toial revenues 2,366,446 2.320.803 2,343,744 22,941
Expendifures
Current:
Instruction:
Bosic progroms 1,239,326 1,240,770 1,243,659 2,889
Added needs 255,456 224,032 212,982 {11,050
Support services:
Pupil 1,000 1,000 565 [435]
Instructional stafi 4,900 3,000 2,750 {250)
Generat administration 181,853 165,571 160,850 {4.721)
Schoot admintstration 77,650 98,971 99,527 556
Business services 88,938 87,725 89,375 1,650
Operation and mainfenance 279,212 240,679 247.41) {13,268)
Pupil transportation services 218,284 209,530 204,289 [5.24])
intergovernmental payments 12,000 2.340 2.023 (317}
Total expenditures 358,621 2,293,618 2263431 {30,187)
Excess {deficiency) of
revenues over expendifures 7.825 27,185 80,313 53,128
Other financing sources (uses)
Operating iransfers in - - 12.00C 12,000
Operaiing transfers out [73.000) [73.000) [66,802) 6,198
Total other financing socurces {uses) {73,000} {73,000} {54,802) 18.198
Net change in fund balance [65,175) {45.815] 25,511 71.326
Fund balance - beginning of year 160.621 160,621 160,621 -
Fund balance - end of year & 95,446 % 114,806 % 186,132 $ 71.326

See accompanying noles 1o the basic financial skalements, 20



OTHER SUPPLEMENTAL INFORMATION



POSEN CONSCLIDATED SCHOOCL DISTRICT NOC. ¢
Other Supplemental Information
Combining Balance Sheet
Nonmajor Governmental Funds
June 30, 2007

Debt
Special Revenueg Funds Service Fund
Durant
Caofeteria Athletics Non-Plaintiff Tatal
Assets
Cash 3 23,016 3 15,019 $ - 5 38,035
Due from other governmental units 1,212 - - 1.212
Total assets $ 24,228 $ 15,019 kS - $ 39,247
Liagbilities and Fund Beolances
Liakilities:
Accrued expenditures 3 5,635 3 - 3 . % 5,635
Saiaries payable 2,425 - - 2,425
Total iobilities 8.060 - - 8,060
Fund balaonces:
Unreserved:
Undesignaled 16,168 15,019 - 31,187
Total fund balances 16,168 15,019 - 31.187
Total liabilities ang fund
balances ¥ 24,228 $ 15.019 $ - $ 39,247
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POSEN CONSOLIDATED SCHOQOL DISTRICT NO. ¢
Other Supplemental Information
Combining Statement of Revenues, Expendifures and Changes in Fund Balances
Nonmajor Governmental Funds
Year Ended June 30, 2007

Debt
Special Revenue Funds Service Fund
Durant
Cafeteria Athistics Non-Plaintiff Total
Revenues
Local sources 3 52,188 % 63,915 § - % 116,103
Stale sources 6,316 - - 8.316
Federal sources 63,889 - - 63,889
Toial revenues 122.393 63,915 - 186,308
Expenditures
Current:
Food service 126,140 - - 126,140
Athletics - 106,988 - 106,988
Cebt service:
Principal - - - -
Interest - - - -
Tolal expendiiures 126,140 106,988 - 233,128
Excess (deficiency} of
revenues over expenditures (3,747) [43,073) - (46,820
Other financing sources (uses)
Operating transfers in 15,000 51,802 - 64,807
Operating ironsfers {out] - {12,000) - (12,000)
Total other financing sources 15,000 32,802 - 54,802
Net change in fund balances 11,253 {3.271] - 7.982
Fund balances - beginning of year 4,915 18,290 - 23,205
Fund balances - end of year $ 16,148 3 15,019 3 - % 31.187
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Class of 2007
Class of 2008
Closs of 2009

lass of 2010
Horficulture Club
National Honor Society
Pep Club
Ski Clup
Student Activities - Revolving
Student Councll
Yearbook

Total

POSEN CONSOLIDATED SCHOOL DISTRICT NO. ¢
Other Supplemental Information
Statement of Receipts and Disbursements
Fiduciary Fund
Year Ended June 30, 2007

Balonce 2006-2007 Balance
July 1, 2006 Receipts Disburserments June 30, 2007
3 13,144 % 32,895 % 46,041 $ -
15,554 28,544 21,268 22,832
1,284 4177 2,692 2,749
- 15,307 10.488 4,819
464 196 6560 -
74 261 238 Q7
2,438 16,091 16.3%6 2,133
436 1,317 1.283 470
650 3,304 2,193 1,761
2,202 14,452 123,784 2,868
1,38% 9790 11,179 -
$ 37.637 3 126,336 $ 126,224 % 37,749
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POSEN CONSOLIDATED SCHOOL DISTRICT NQ. ¢
Other Supplemental Informatfion
Schedule of Bonded Indebtedness
June 30, 2007

TITLE: 2005 Refunding Bonds

PURPOSE: To refund the 19946 Refunding Bonds

DATE OF AGREEMENT: February 05, 2005

RATE OF INTEREST: 3.00% 10 4.35%

ORIGINAL CBLIGATION: ¥ 3.750.000

AMOUNT PREVIOUSLY PAID: 345,000

BALANCE QUTSTANDING - JUNE 30, 2007: 3 3,405,000

Novernber | Moy ) Annual
Fiscol Year Interest Interest Principal Reqguirements

2007-08 3 65,932 $ 65,932 3 180,000 3 311,844
2008-09 63.233 63,233 185,000 311,466
2009-10 60.457 60,457 120,000 310,914
2010-11 57.370 57,370 200,000 314,740
201112 53,870 53,870 205,000 312,740
2012413 49,770 49,770 210,000 309.540
2013-14 45,570 45,570 220.000 311,140
2014-15 41,170 41,170 230,000 312,340
2015-16 36,570 36,57C 240,000 313,140
2016-17 32,010 32,010 250,000 314,020
2017-18 27135 27135 255,000 309,270
2018-19 22,035 22035 260,000 304,070
2019-20 16.705 16,705 260000 293,410
2020-21 11,245 11,245 260,000 282.4%0
2021-22 5,655 5,655 260,000 271.310

¥ 588,727 ¥ 588.727 5 3405000 % 4,582,454

Coll provision:

Bonds of this issue maturing in the yvears 2007 through 2015, inclusive. are not subject to optional
redemption prior to maturity, The Bonds, or $5.000 poriions thereof, maturing on or affer May 1, 2014
may be redeemed al the option of the District in such order of maturity as the District shall determine
and within each maturity by lot on any dote occurring on or after Moy 1. 2015, The Bonds called for
redempntion shall be redeemed af par plus accrued interest o the date fixed for redemption, without
pramium of pendliy.
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POSEN CONSQOLIDATED SCHOOL DISTRICT NO. 9
Other Suppiemental Informafion
Schedule of Bonded Indebiedness
June 30, 2007

Durant Resolution Package Bond
Scheool Improvement Bond, Series 1998

DATE OF {SSUE: November 24, 1998
RATE OF INTEREST: 4,761353%
ORIGINAL OBLIGATION: $ 44,512
AMOUNT PREVIOUSLY PAID: 18,229
BALANCE QUISTANDING - JUNE 30, 2007. $ 26,283
interest May 15, May 15, Annual
Fiscal Year Rate inferest Frincipal Requirements
200809 4.761353% 3 649 $ 2,477 $ 3,126
200%-10 4.761353% 531 2,595 3126
20010-11 4.761353% 5,622 15,380 21,002
2011-12 4.761353% 278 2,848 3126
2012-13 4.761353% 142 2,983 3,125
] 7,222 $ 26,283 $ 33.505

Call provision:

This Bond is not subject to redempfion rior to maturity by the District.
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POSEN CONSCLIDATED SCHOOL DISTRICT NO. ¢
Cther Supplemental Information

Schedule of Bonded Indebfedness

June 30, 2007

—
—
3¢

DATE OF ISSUE:

November 29,2005

Purchase 2006 International Schoot Bus

RATE OF INTEREST: 4.375%
ORIGINAL CBLIGATION: 3 59819
AMOUNT PREVIOUSLY PAID: 11,964
BALANCE QUTSTANDING - JUNE 20, 2007: $ 47,855

Inferest Annual Annual Annucl

Fiscal Year Raote Interest Principa! Requirements
2007-08 4.375000% 1,615 $ 11,964 3 13,579
2008-09 4.375000% 1,615 11,964 13,579
200910 4,37 5000% 1.615 11,964 13,579
2010-N 4.375000% 1,615 11,963 13,578
6,440 % 47 855 $ 54315

Call provision:

This debtis not subject to redemption prior to maturity by the District,
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INTERNAL CONTROL AND COMPLIANCE REPORTING



_ Hill « Schroderus & Co., LLP

Certified Public Accountants & Consultants

il

September 14, 2007

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND
ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF
FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

Superintenden! and Board of =ducation
Posen Consolidated School District No. 9
Posen, Michigan

We hove audited the financial statements of the governmental activities, each magjor fund and the
oggregaie remaining fund information of Posen Consolidated Scheol District No. 9 (the “School District”) as
of and for the year-ended June 30, 2007, which collectively comprise Posen Consolidaied School District Ne.
9's basic financial staiements ond have issued cur report thereon doted Sepiember 14, 2007. We
conducied our qudit in accordonce with auditing sfandards generally accepted in the Dnited States of
America and the standards applicable to financial audits contained in Government Audifing Standaords,
issued by the Compirolier General of the United States.

Internal Control COvear Financiol Reporting

In planning and performing cur audit, we considered Posen Consolidated School District No. ?'s internal
control over financial reporting as o basis for designing our cudiing procedures for the purpose of
expressing our opinions on the financial staiements and not for the purpose of expressing an opinion of the
Posen Consolidated School District No. 9's internal control over financial reporting. Accordingly, we do not

express an opinion on the effectiveneass of the Posen Consolidated Schoot District No. 9's internal control
over finoncial reporting.

Qur consideration of internal control over financial reporting was for the limited purpose described in the
preceding paragraph and would not necessarity identify all deliciencies in internal control over financicl
reporting that might be significant deficiencies or material weaknesses, However, as discussed below, we
identifi=d o certain deficiency ininternal control that we consider ic be o maierial weakness.

A confrol deficiency exists when the design or operation of o conirol does not allow management or
ermnployees, in the normal course of performing their assigned funciions, (o prevent or detect misstatements
on a timely basis. A significant deficiency is o control deficiency, or a combination of controf deficiencies.
thot adversely affects the entity's ability 1o inifiaie, authorize, record, process, or report financial data
reliokly in accordance with generally accepted accounting principles such that there is more than ¢
remote likefinocod that a misstaiement of the enfily's financial statements that is more thaninconsequential
will not be prevented or detected by the eniity's internal confrol.

A matenat weakness is o significant deficiency. or a combination of significant deficiencies, that resulis in
more than a remote likelihood that a material risstatemaont of the financigl statemenis will not be

prevented or defecied by the entity's internal control. We be’ eve that fhe following deficiency constitutes
a material weakness:

The School Districi does not have the expertise 1o prepore financidl statements in accordance with
generally accepted accounting principtes. Accoraing to newly issued audiling standards, this inalbility fo
prepars financial statements in accordance with generally accepted accounling principles is an indicaior
of a significant deficiency and o strong indicator of a matenai weokness in internal control,
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We did note the School District's management does possess the skill necessary to prepare and maonitor the
annual budget. The accouniing sysiern which is designed primarily for budgetary purposes and State of
pichigan FID reporting is also used as the source informotion in preparing the financial statements in
accordance with generally accepted accounting principles with some adjusiment, format differences and
note disclosures.

Compliance ond Other Matters

As part of oblaining reasonable assurance gbout whether Poasen Consclidated Schoof District No. 9's
finoncial statements are free of material misstatement, we performed tests of ifs compliance with certain
provisions of laws, regulations, contracts and grant agreements, noncompliance with which could have o
direct and material effect on the determinaltion of fnancial statemeni amounits. However, providing an
opinion on complicnce with those provisions was not an objective of our audit, and accordingly, we do not
express such an opinion. The resulls of our tests disclosed no instances of noncomplionce or other maiters
that are required 10 be repored under Government Auditing Stondards.

“his report is intended solely for the information and use of management and Board of Education and is not
intended 1o be and should not be used by anyone other than these specified parties.

Wkt Ahnortinae © Cr

CERTIFIED PUBLIC ACCQOUNTANTS
Petoskey, Michigan
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NO MANAGEMENT LETTER WAS ISSUED TO THE POSEN CONSOLIDATED SCHOOL DISTRICT NC. ¢
FOR THE YEAR ENDED JUNE 30, 2007.



NO DATA COLLECTION FORM IS REQUIRED TO BE ISSUED TO THE POSEN CONSOLIDATED SCHOOL
DISTRICT NO. 9 FOR THE YEAR ENDED JUNE 30. 2007.



